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PRESI DI NG MEMBER MOORE: (Good evening. M
name is Mchal More. |'ma Conmm ssioner of the
California Energy Conmi ssion, and | amthe Presiding
Menber of the case that will be open under Dockets
01- EP-4 and 01- EP-5.

These are formally the peaker projects
submtted by Alliance for the Century Project and the
Al liance Drews Energy Facility Project.

I"mjoined on the dais today by Karl
Engeman, my Hearing Officer. He and | will conprise
the Conmi ssion teamthat is going to wite the

opinion on this matter.

And, as well, we have Kevin Kennedy, who is
here representing staff, and 1'll ask Kevin to
i ntroduce hinmself tonight, and I'll be asking the

Applicant to introduce their team

| should indicate that sonmewhere in this
roomthere is a sign-up sheet, and for anyone who is
here, including the general public, it's in the
back. W'd like to ask everyone to pl ease sign up
for it.

That gives ne a good excuse al so to ask that
if you have a cell phone or a beeper in here, if you
would turn it to silent, | would appreciate it.

And for all those who are testifying before
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us, please step up, and on the record, we absolutely
require that you join the NAP -- No Acronyns

Pl ease -- Coalition, and make sure that, when you do
use the acronyns, that you el aborate on what they
mean.

It just takes a little bit |onger, and
frankly, it makes it so nmuch easier for people to try
and keep up, especially those who aren't used to the
jargon here before us.

So, with that, 1'll go back to sone of the
gane rules in a second.

But let me first go to M. Kennedy and ask
himto introduce any of the staff that are here and
to briefly describe the process that we used to get
here today, and then I'mgoing to turn to the
Applicant and ask for their presentation

M. Kennedy.

MR, KENNEDY: Thank you, Conmi ssi oner
Moor e.

As he indicated, my name i s Kevin Kennedy,
and I'mthe Project Manager for the siting process,
permtting process, for these two projects that we're
considering as part of this process tonight.

There is actually none of the siting staff,

per se, who are working on this case here tonight,
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but we do have Christopher Meyer, who is going to be
ny counterpart in the conpliance case, the Conpliance
Proj ect Manager, who is here tonight. |If you want to
stand up and say hello to everyone.

MR. MEYER As he said, |I'mthe Conpliance
Proj ect Manager, after Kevin gets done with all the
hard part.

MR. KENNEDY: And al so, Roger Johnson, who's
the head of the siting project for the Energy
Conmi ssion, is here tonight.

| want to just give a brief run-through of
sone of what we are going through in sort of a broad
context and then say a little bit about -- Actually,
it may nmake sense to brief everybody in the broad
context first and then wait for the Applicant to say
a bit about the project, and then | can say a bit
about where we are in staff analysis of the project.

As | amsure you are all aware, we are in a
very unusual situation in terns of the electricity
systemin California these days.

The Governor, because of the energency
situation in California, has issued a series of
Executive Orders dealing with all phases of the
electricity systemin California.

Si x of those Orders were issued in February,
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and anot her one was issued on March 7.

Two of those Orders directly deal with what
we are involved with here tonight.

Enmer gency Order D26 was put forward and
i ncl uded provisions for the California Energy
Conmi ssion to make use of its enmergency powers to
permt power plants that could be on line this sunmer
in order to help alleviate the electricity crisis
that this state is facing.

The initial Executive Order had a July 31st
deadl i ne for projects to be on |ine.

The second Executive Order in March extended
that deadline so that it applies to any projects that
could be on line by the end of Septenber.

The Energy Commi ssion has instituted the
process for dealing with that. W are looking to
permt -- go through the permtting process on peaker
power plants that could be on line this sumrer within
21 days of accepting those Project Applications as

bei ng conpl et e.

And actually, | have some overhead -- Roger
if you would or could -- if you would show a few of
ny overheads, once you nanage to get that on -- which

gi ves sone basic information about the Enmergency

Permtting Process.
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If you can go to the second one.

PRESI DI NG MEMBER MOORE: Roger, you are
probably going to have to borrow that binder.

MR. KENNEDY: | think you can tilt the
mrror up -- yeah.

In terns of the Enmergency Pernitting
Process, there are a number of criteria that are
needed to be net in order to qualify for this.

As | indicated, the Energency Orders clearly
i ndi cate the projects need to be on |ine by the end
of Septenber.

In addition, the Conm ssion's norma
jurisdiction is for power plants for 50 nmegawatts or
| arger in size.

The Executive Orders allow projects that
were smaller than that, that had signed Sunmer
Reliability Contracts with the California I1SO -- the
I ndependent System Operator -- which is the
organi zation that runs and coordinates the grid, the
transm ssion grid.

Those projects, even if they are under 50
negawatts, were given the right to cone to the
Conmi ssion for this enmergency process.

The two projects we are | ooking at tonight

are both 40 negawatts each. It is under that
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provi sion that the Energy Comm ssion is able to | ook
at those, even though they are not 50 negawatts.

The other thing that we are | ooking for are
projects that don't have any fatal flaws.

These are -- the enmergency process is such
that the California Environnental Quality Act
provi sions do not apply, because these are considered
enmer gency projects under the California Environnental
Quality Act.

We are doing an analysis of the projects; we
are | ooking at environnental inpacts. The air
permtting process is nmoving forward. W are trying
to make sure that there are no major problens with
t hese projects that would nmean that these woul d be
i nappropriate to nove forward.

So we are doing a Fatal Flaw Analysis, and |
will talk alittle bit nore after we had heard a bit
on the projects. And the projects do require both a
Permit fromthe California Energy Conm ssion and from
the local air district.

The Emergency Permit, the Energy Conmi ssion
License, is basically for the life of the project as
long as the project has a contract with the
California Departnent of Water Resources or with the

California | ndependent System Operator.
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W are -- initial decisions that were nmade
on the first two of these projects, there were
provi sions included for the Comrission to review
these projects at the end of the contract life.

There is a set -- a series of conditions
that projects are expected to neet; that they have
t he Best Avail able Control Technol ogy in place and
per manent eni ssion offsets; that they have conplied
with all the conditions for site control, and that,
if they are permanent facilities, if they are not
able to neet those conditions, we would be | ooking at
a Permt that would be good for only three years
initially, and then there would be a need to
recertify.

The next overhead points out a nunber of the
key aspects of the project analysis that we are
doi ng.

As | indicated before, it is a Fatal Flaw
Anal ysis, but we are going to nake sure there are no
public health or safety concerns; that any
environnental inpacts fromthe project can be readily
mtigated; that there would not be a significant
adverse inpact to the energy system and a nunber of
other issues we're looking at. So we are taking a

very serious look in a very conpressed tinme frane at
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t hese projects.

The schedul e under which we are operating,
as | said, the Energy Comm ssion is endeavoring to
make the Permt decisions within 21 days.

For these projects, we accepted the two
Applications as conplete, that they had all the
i nfornati on we were | ooking for, last Friday, Apri
6t h.

We are holding this, the Informationa
Hearing -- and we had the Site Visit earlier this
afternoon here in the comunity -- and let ne sort of
doubl e-check -- today is the 11th -- so five days
later, and we're looking at this type of hearing in
the local community five to ten days after the
Application is conpl eted.

We are | ooking to receive comments from
agenci es and from anyone in the public who is
interested in sending us coments by next Wednesday
so that we can incorporate those in the Staff
Assessnent, which we are targeting to have out next
Friday, April 20th.

| believe that the schedule -- | shoul dn't
speak for the Committee on this, but nmy understandi ng
is the schedule for the proposed decision is for that

to be out the followi ng Monday, the 23rd.
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And there is a Special Business Meeting that
has been schedul ed for final decision on this project
for Wednesday, April 25th, to nake that fina
deci si on.

One of the things that's inportant to
realize in this is this is not a situation where the
Conmi ssion woul d sinmply say, "Okay, we've decided
that this is an energency. You can go and do
what ever you want once we give the okay."

There is -- as in our normal process, there
are a nunmber of conditions that will be attached to
t he Decision, and the Applicant Project Owmer wll be
expected to foll ow those conditions.

That will include measures that will be
needed for construction, for operation, and for
conpliance with what we like to call LORS -- that is
Laws, O di nances, Regul ations and Standards -- that
apply on these projects.

In addition, there is a Pernmt that needs to
be given by the local air district, the South Coast
Air Quality Managenent District. That Permt wll
al so include a nunmber of conditions.

There are representatives here from South
Coast who will be able to talk a little bit nore

about their process.
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We have been working very closely with that
agency and with a nunber of other agencies to nake
sure that it is not just sonething that we're going
to take a quick | ook at.

We are coordinating with all the other
agenci es that have an interest in these projects.

Once -- There are four projects that are
approved, and then there is the conpliance
noni t ori ng.

| introduced Christopher Meyer earlier, who
is going to be Conpliance Project Manager, assum ng
that these projects are approved, and the Conpliance
Proj ect Manager that was approved | ast week of one of
the two. And the conpliance programis set up in
order to assure the project does remain in conpliance
with all the conditions that the Comm ssion puts on
the conditions, nonitors the construction and
operation of the project, and, again, assures that
the Laws, O di nances, Regul ations, and Standards are
met .

And if you want nore information about the
process in general, or for this particular project, |
woul d be the person to contact.

And there is ny phone nunber --
916-651-8836. M e-nmil address is kkennedy@nergy.
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state.ca.us. And there is a website address given
there.

If you go to that page, there are links for
these two projects and |inks for nore genera
i nfornmati on about the peaking process, peaker permt
revi ew process, overall.

PRESI DI NG MEMBER MOORE:  Thank you, M.
Kennedy. And let ne just interrupt the schedul e that
| said |l was going to follow and ask if a nenber of
the Public Adviser's Ofice would cone up, just so
t hat people can see that we do have a Public Adviser
here, and naybe say a couple, brief words about the
role of the Public Adviser in this process.

I will rem nd everyone these proceedi ngs are
being televised locally, and so part of our advantage
in being able to reach out to the community is having
access to these kind of facilities. So, I'll rem nd
peopl e who are watching us live, that the Energy
Conmi ssi on endeavors mightily to nake sure that the
public is fully involved in this process and has
access to information, as well as the decision-
makers, such as ne, and that we take into account
very much what they have to think or say about these
projects. So the Ofice of the Public Adviser helps

us do just that.
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MR, PERKINS: Thank you, Conmi ssioner Moore,
and nenmbers of the public. M nane is Doug Perkins.
I'"mhere representing the Public Adviser's Ofice.

We are part of the teamthat's been
assenbled to assist with the energency siting
processes that have begun now that the Governor has
signed the Executive Order

Qur role, really, is to assist the public in
under st andi ng the process, to answer questions, and
to refer you to places when we can't answer the
guesti ons.

And we provided sonme materials out front
that let you know how to reach us. | woul d encourage
you to call our 800 nunber, which is 1-800-273-4459,
or to e-mail us directly at pao@nergy. state.ca. us.

We -- As you heard fromthe Conm ssioner, we
certainly want to encourage all participation. W
are here to let you know that you have the absol ute
right to participate in the process, and we expect
and anticipate that we will receive all kinds of
conment s and suggesti ons.

And you heard from Kevin that the timng of
these is critical. W need to get those conments
either on the record tonight or into the Comn ssion

staff before next Wednesday.
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Pl ease pay careful attention to what you
learn tonight, and if you still have questions or
comments, please feel free to contact us, and we'l
see that they are forwarded.

Probably the quickest way to do that is
using the Internet and the website, and there are
nmechani sns on the website for you to do that, and if
you still have questions about that, see us here.
We' Il be here through the end of the neeting.

One nore topic tonight: If any of you are
here to speak -- and | want to nake sure that you get
your coments on the record -- you'll need to fil
out one of these blue cards, which is the process
that we've set up for these public hearings. And
have copies on the table, and please see ne sonetine
during the hearing if you care to speak

Thank you.

PRESI DI NG MEMBER MOORE: Thank you very
much. And | guess | was remiss. | should have
outlined a little bit nore fornmally sone of the
procedures once these hearings start.

Even t hough they are very abbreviated, we
have sonething called the Ex Parte Rul e, which
prohi bits ne or my advisors, including ny Hearing

Oficer, fromhaving direct contact with anyone
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that's on the Applicant team so, if there is going
to be contact fromthe outside world in, it has to be
either in a public forum such as this, where the
i ssuance of any information that we get is open to
everyone el se or through the Project Manager, M.
Kennedy, or through the Public Adviser

So, in a sense, there is a wall built around
t he deci sion-making team and that's appropriate,
because it nmeans that nothing that we do is concocted
or deliberated on outside the public forum

Now, the final decision that's made -- this
is for the benefit of those who are here as well as
t hose who are watching on the live TV feed -- once we
hear the evidence that's presented to us, M. Engenman
and I will confer and will create a docunent known as
the, "Presiding Menmber's Proposed Decision,"” and that
will be based on what is presented to us by the
Applicant, or any testinony here, and in the Staff

Anal ysis provided by M. Kennedy's staff to us.

That decision will be taken on the advice
of, or we will use that data, as it cones before us,
but will be independent of that.

["I'l submt my Proposed Decision to ny
col | eagues at the Conmission, and they will either

agree with it or not in the formof a vote.
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But, in no way can we say today that the
decision on this project or any other like it is
f or egone.

It is a very open process, and it is, |
bel i eve, going to be very fairly attended to, so, you
can say that we, both of us here who will be witing
t he deci sion, are approaching this with very open
m nds and will be using only the evidence that we
have in front of us in order to nake our decisions.

Wth that, et me turn to the Applicant and
ask themfor a presentation of the project, and I'm
going to turn back to M. Kennedy, who will outline
sone of the response that we've had so far in the
Staff Anal ysis.

So the Applicant, if you would introduce
your team and we will yield the floor and |l et you
nake a presentation.

MR, MOREAU. Thank you, Commi ssioner Mbore.

My nane is Brian Mreau, with Aliance
Power. |'mthe Project Manager on these two
projects. | would like to introduce ny team

Qur Vice President, Alliance Power, is Brian
O Neill. He is in our Bakersfield Ofice, very close
to the project today.

M. Matt O son is our Permitting Specialist.
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He has been working closely with the Air Board and
M. Kennedy's staff in preparing our CEC
Appl i cation.

M. Mchael Lerch, Statistical Research, is
our cultural and archaeol ogi cal consultant.

M. Karl Lany. He has done our cal cul ations
for our air permts at the Air Board.

And Mal col m Wi ss -- thank you.

Don Mundy. Don is the Vice President of the
construction conpany. He will be |eading the team
that will design and build these two facilities.

I would also like to introduce the City of
Colton staff. Ntin Mdi, Project Manager; Bob
Ferguson, working closely with the City as a
consultant; TomCark, the Uility Director -- thank
you, Tom And Tim who was here earlier, on our site
tour.

Matt, if you can bring up the first
exhibit.

I would like to thank everyone for attendi ng
tonight's hearing and for joining us on the site
tour. | know we answered a | ot of questions there.
W' Il review what we saw for the benefit of the fol ks
wat chi ng on tel evision.

| know we got electricity.
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Just as sone background, as Matt is getting
these exhibits ready, both facilities will consist of
four individual 10-negawatt gas turbins. They wll
probably conme on line one unit at a tine, perhaps
two, and they will be rolled out as soon as we get
one unit up and operational, or two.

We can go commercial with those while the
others are being conpleted, so we expect this to be
an increnental process over approximately 30 days
fromthe tine our first one goes on to our |ast one
comes on.

PRESI DI NG MEMBER MOORE: You m ght want to
mention the scale of those.

MR, MOREAU:. Each turbine generator, they're
gas, natural gas-burning combustion turbines. They
are built overseas. The material thenselves are in
an overall package that is approximtely 32 feet |ong
and 12 feet high by 8 feet wide, so it's not even
really an over-sized load as it goes down the
i nterstate.

The generator is a separate piece. It also
arrives on a flatbed truck and is off-loaded directly
onto the foundation and mated up with the turbine.

The third maj or conponent to the systemis

t he exhaust silencer, exhaust treatnent stack, and it
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neets the three -- the two other packages on site,
to result in one electric generating unit.

How are we doi ng?

We have a technical problem

So each of these four units will then mate
up with a fifth package, also built off-site, which
is an electrical switch-gear unit.

It takes the electrical cabling fromthe
generators and interfaces it with the existing
di stribution substation.

These projects have been referred to as

21

peakers. Another termthat you may have heard in the

news is distributed generation

Distributed generation is a different
generation approach than is comonly known. W' ve
tal ked about it for 10 to 20 years -- about this
concept .

The existing nmodel is to install |arge
generating units in renote facilities and

i nterconnect themw th the | oad centers over |arge

transm ssion lines, high-voltage transm ssion |ines.

As the transm ssion grid becones full, you
can build many, many renote large sites, but you
can't get the energy where it's needed, due to

transn ssi on constraints.
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And we faced sonme of those conditions in
California within the |ast year.

Distributed generation places the generation
at the actual point of utilization so that you are --
you are isolated fromthese transm ssion probl ens.

So even if the transmission is | oaded at 150 percent,
it does not inpact the use of this generation because
it can be used right here in the |local community and
actually serves to reduce transm ssion | oading,
freeing up those transnission assets for Colton's

nei ghbors.

And this is what the real advantage of these
particular units are. They can go in, in existing
electric utilities substations.

That's what we're doing here. W are not
devel opi ng new green-field sites. W are utilizing
existing electric infrastructure owed by the City of
Col ton and placing our generation within those
exi sting property boundari es.

We are not acquiring any new property for
these facilities. W are |easing existing unused
area that is owned by the City and is used for their
electric distribution

I"mgoing to get --

PRESI DI NG MEMBER MOORE: In radio, this is
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“filler time."

MR, MOREAU. Dead air is the worst thing.

Di stributed generation has been devel oped in
the State of California just this year and has been
working mghtily in devel opi ng i nterconnection
standards for distributed generation to help enable
t hi s approach.

We have been working diligently with
catal ytic conbustion systens to devel op enission
control technology that will mninze the
environnental inpact of these units.

W work to apply high performance silencer
equi pnment to nmake sure that the units provide as
little audible inpact to the community as possible.

They are small and |ow profile. Mich of the
installation will not protrude above the existing
wal I s of the station. The thing that woul d be nost
visible will be the silencer stacks.

PRESI DI NG MEMBER MOORE: I n order to keep a
clear record, let's make sure that -- we are
consi dering both of these projects simultaneously,
but let's do themin sequence so it will certainly
nake it easier for our scribe to be able to keep
track of what she's hearing, and also for the

audi ence to keep track of what we're about, so, let's
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make sure that we go through these sequentially.

We don't need to go in such detail that we
clearly differentiate themright down to the |ast nut
and bolt where there are different sites, but let's
go through one project at atine --

MR, MORNEAU:. Ckay.

PRESI DI NG MEMBER MOORE: -- and neke sure we
get all that on record.

MR, MORNEAU:. The first site that is now up
on screen --

HEARI NG OFFI CER ENGEMAN:  May | briefly

interrupt you? | want to nake sure there is appended
to the record -- and your staff has agreed to e-nai
nme -- copies of the Power Point slides, so | won't

interrupt you again, but as each slide cones up, they
will just be numbered sequentially for the record

MR, MORNEAU:. Ckay, okay. Thank you. This
first exhibit is a plan view of the Drews Substation
facility augmented with our generation units.

The top of the drawing is the west side of
the station, and there are four individual gas
turbine units installed along that north perineter of
the yard, all within the existing wall

Along the left-hand -- highlight that, Matt

-- There are three mmj or conponents: The turbine
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package itsel f; the generator package, off to the --
according to ny eye, the right or the left -- left --
excuse ne -- of each turbine package is a generator
and on the right-hand side, the exhaust stack

The -- the little square boxes next to the
right there, that his hand is on, is the oil cooler
That is a supplenental piece of equipnent that keeps
the lubricating oil cool for the turbine.

Al'l of these packages are installed on
foundati ons that incorporate 100 percent oi
contai nnent in the event of a spill.

We have el ectrical equi pnent to interconnect
t hese devices to the grid.

Al ong the right-hand side of the -- of the
station, that is the north direction -- is our notor
control center. That is an 8-foot-by-40-foot |ong
cargo container. That will contain our protective
rel ayi ng synchroni zi ng equi pnent, notor contro
centers, substation batteries, telenetry, conputer
control equipnent, et cetera.

Down in the lower right-hand corner is the
gas conpression equipnment. W wll need to boost the
gas pressure from approximtely 180 PSIG to 330, 350,
in that range.

To the left of that structure is a potentia
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amoni a storage tank and filling facility.

Further to the left, across the gate, is the
el ectrical switch gear.

Each one of these generators will have a
circuit breaker that protects the generator, in the
event of a fault, and al so provides a device to
synchroni ze the generator to the electrical supply
grid.

That switch gear unit will interface to the
generators -- to the existing distribution switch
gear just to the left -- the switch gear down
straight across -- there you go -- that wll
interface with an existing spare feeder breaker
position to the other two generators, which wll
connect to the other switch gear just over to the
left -- there you go. And that will also connect to
an existing spare breaker at the substation.

The result will be that two of the
generators will go through the transfornmer on the
left, and transforned up to the sub-transm ssion
vol tage of 66 kV.

And the other two generators will go up to
the other transforner, so each one of those
transformers has the capacity of approxinately 30

MWA.
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W will be putting 20 nmegawatt volt anps
t hrough the bank, in the event that there was no
di stribution com ng off of the switch gear, so,
electrically that's how it gets out of the station
of al ready existing equi pnent installed
approxi nately five years ago.

There are mininal off-site inprovenents at
this project. W will have an existing Southern
California Gas transm ssion main that runs left to
right along the bottom of the draw ng through an
exi sting transm ssi on easenent.

W will tap that nmain towards the | ower
| eft-hand corner of the drawing -- Matt -- and go up
into the existing | oad.

This traverse goes through an existing
two-track area that goes through a Del hi Sand Fl ower
Loving Fly Habitat. As we talk about the fly -- this
particular site is located within the overall area
and habitat identified as that of the Del hi Sand
Fl ower Loving Fly, which is an endangered species, so
we're taking extra special precautions for
construction activities in this site, particularly
anything that would be off-site.

When this substation was built, the | and was

mtigated fully; offsets were purchased to enable the
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city of Colton to develop this parcel

But we are going to have a mninmal anount of
take fromthe gas main up to our access road, and we
are working closely with Fish and Wldlife over that
smal | amount of take.

The gas line will continue to the right once
it gets up to our access road and go to the right,
and that will go up into that |ower right-hand corner
of the substation and interface with the gas
conpressi on equi pnent.

Are there any questions on the Drews
Facility? If not, we will nove to the Century site.

There are many, many simlarities between
these two. They will both consist of 40 nmegawatts'
wort h of generation, generation equi pnent, 10
negawatts -- 10-nmegawatt bl ocks.

This station has additional interconnection
equi pmrent. At the Drews substation, there was
exi sting spare capacity in the 12 kV switch gear. W
can interface directly at the distribution |evel.

At the Century Substation, it is a
fully-loaded built-out substation, so no additiona
spare capacity transforners are in the switch gear to
add to our 40 negawatts.

Due to that, we purchased a step-up
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transformer to go fromour generation voltage 12 Kv
-- from12 kV up to 66 Kv.

This is the transformer |ocation, which wll
interface with the existing 66 kV here, and in
t heory, go out over the 66 kV |ines.

Inreality, this station is |oaded up pretty
heavily. Mst of the energy generated here will
actually be utilized directly at this switch gear
level. It will serve these |oads and of f set
el ectrons that would normally conme in the City
through the tie with Southern California Edison.

This is a clear exanple of distributed
generation in action, where you put the generation
right where the load is.

At this particular site, the existing
devel oped substation is this triangul ar-shaped piece,
which there is a wall around it.

W will be putting one generator within that
station, be putting the transforner and circuit
breaker, that will interconnect our generation to the
electrical grid, and we'll put our electrical control
enclosure also within this wall.

W will be devel oping sone |and here. It is
currently owned by the City as part of this parcel,

but it is also used for a transm ssion get-a-way from
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this substation.

W will relocate this line fromthe mddle
of the property over to the edge, keeping within
California DOO5 cl earance, and we'll install the
generator units in the mddle of that parcel

This site is along the Santa Ana River. It
can be typified as alluvial silt-type deposits, soft
sand, no known endangered species on the site.

We have done a prelimnary cultural and
archaeol ogi cal investigation of the site and have not
found any evidence of any difficulties directly on
this site.

There nmay be -- we do need to run a gas |ine
t hrough here approximately a mile and a half. That
gas line installation does cross a portion of the
City that has indications of cultural or
archeol ogi cal resources, and prelimnary indications
are that we nay need to nonitor that gas |ine
installation, watching carefully as we go al ong,
| ooki ng out for archaeol ogical and cultura
deposi ts.

We don't expect to find anything. W wll,
if there is enough of an indication -- that we would
want to watch that; otherw se, the equi pnent there is

t he sane.
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The access to this site is along this
portion of the parcel. There are sone single-story
i ndustrial office space, paint body shops, and other
type like that, snall industrial in here.

Of to the right-hand side of the property
is a large vacant parcel, and behind it is the Santa
Ana River.

Are there any questions on the Century
Proj ect?

UNI DENTI FI ED SPEAKER: | was wondering --

PRESI DI NG MEMBER MOORE: |'msorry. If you
are going to ask questions, you are going to have to
cone up and speak into the m crophone up at the dais
here.

MR MOREAU: | think | can -- if it is all
right with the Comissioner -- her question was if we
can name the streets so she can get her bearings on
the project. |I'd be happy to do that.

This particular site has a street address of
661 Sout h Cool ey drive. South Cooley Drive runs over
here with a 90-degree turn in it, where it goes from
north-south to an east-west layout. It is located to
the -- to the west of 1-215 and to the south of 1-10
and the Santa Ana River.

The first site that we were tal ki ng about --
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not to add confusion -- the Drews facility is |ocated
at 559 South Pepper, and it is south of [-10 and just
south of -- at a dead-end of Pepper

PRESI DI NG MEMBER MOORE:  Thank you.

MR, MOREAU: | would like to introduce Brian
ONeill. He would like to talk a little bit about
the specific advantages of these two projects.

MR. O NEILL: Thank you very nuch. Good
eveni ng, Comm ssi oner, audi ence.

| want to take just a few mnutes. | know
we' ve gone into the details of the project and
t ur bi nes.

Unfortunately, for poor Brian up here, he
had to ad-1ib a tremendous anmount about distributed
generation, and that was one of the points that we
wanted to make in setting these projects here in
Col ton, anobng ot hers.

Again, just to -- to nention, it is 80
negawatts of power, and we're able to do it very,
very qui ckly because of the manner in which they are
packaged and because of the sites in which we've
sited them on.

It's, of course, sited here on SP 15, which
is a very, very congested area during the sunmer

especi al ly.
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PRESI DI NG MEMBER MOORE: That's south of
157

MR, O NEILL: South past 15, yes. I'msorry.
"Il go back to the normal nonenclature.

It elimnates also, at least in the short
termhere, the need for additional transm ssion
l'i nes.

Once again, with distributed generation
especially at Century, we're able to locate right
next to where load is being taken

The power is under contract with the
Depart nent of Water Resources, and it is a contract
which is a very, very economcal rate for 10 years.

Addi ti onal benefits are inproved reliability
of the systemhere. It elimnates the use of backup
di esel .

A point | want to nake is these generators
going in unmtigated would -- just the NOx | oad woul d
be about 25 ppm whereas with diesel generation, you
are | ooki ng at about 300 ppm NOx per hour

Natural ly, then, we have a better |evel of
air quality here, even during the energency.

And it does provide energency backup for the
City of Colton here.

We are fully conpliant with South Coast's

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



A W N

N o O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

34
Air Quality Permt regulations and rules. W' ve been
wor ki ng very, very closely with them They do have
representatives here.

One additional feature that is unique to
this project is the GE-10 is configured for a new
technol ogy, which the State of California has
literally put mllions of dollars into devel opi ng,
and our hope is that we can also be able to
denonstrate this new fl anel ess technol ogy on this
proj ect.

They call it Xonon, XXONON. It is
actually an acronymfor no NOx, so it is no NOx
spel | ed backwards, produced by Kettler Corporation
which is a California conpany.

And we're working very, very hard with South
Coast to determ ne how quickly we can integrate this
technology into this project with the tine frames
that we have

In addition to that, this is a very, very
cost-effective project for the State of California.
Wth the nodul ar design, we are very quickly able to
get it in, just some of the other side benefits that
sonetines is not known to the public eye.

Thank you very mnuch

PRESI DI NG MEMBER MOORE:  Thank you. Are
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t here other menbers of your team who want to add to
t hat ?

Let me ask Brian to conme back for a second.
I'"ve got a couple of questions that | would like to
get on the record just with regard to the project
descri pti on.

Let me ask, just as an overview, do you
currently control the ownership or the access to the
turbines that you are tal king about? Are they in
delivery node? How can we be assured that they will
actually arrive within the tinme frame that is set up
in the Executive Order?

MR, MOREAU. The four of the eight
turbines -- | have to ook at ny watch here --
they're on the road.

PRESI DI NG MEMBER MOORE: On trains?

MR, MOREAU. The four of the eight turbines
are on the road from Florence to Massa, which is a
port city in Italy -- they should | eave the port on

the 18th of this nonth and arrive in Long Beach My

15th, so we will be ready, pending approval, to place
those turbines on the site at Drews -- which is where
they are targeted -- the four are targeted for Drews

as early as May 16th, May 17th.

PRESI DI NG MEMBER MOORE: And you expect the
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bal ance to be here and in place before Septenber 1?

MR, MOREAU. The Drews facility, all 40
negawatts of it are scheduled to be energized and in
conmer ci al operation the 4th of July.

PRESI DI NG MEMBER MOORE: What do you think
the Iife span of the turbine actually is once it is
up and runni ng?

MR, MOREAU. The life span of these turbines,
if they are properly and periodically maintained, and
with overhauls, is up to 25 years.

PRESI DI NG MEMBER MOORE: And what do you
expect the annual hours of operation to be?

MR, MOREAU:. | expect the initial first
year's operations at 4,000 hours for the first two to
t hree years.

PRESI DI NG MEMBER MOORE: Per site?

MR, MOREAU. Per site, tapering off as the
crisis subsides.

And when nore generation in the state conmes
on line, long-term | would expect these to be called
upon in the order of 1500 to 2000 hours per year

PRESI DI NG MEMBER MOORE: And do you see that
there is a long-termneed or advantage to converting
t hese to conbi ned-cycl e machi nes?

MR MOREAU. | do not. These are
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si nmpl e-cycl e peakers, and the fewer hours that you
operate them the | ess econonical a conbi ned-cycle
becones.

PRESI DI NG MEMBER MOORE: Tal k to ne about
t he gas source and demands for gas. How many -- can
we neasure this in MCF per year, then? MIlions of
cubic feet of gas? And can you quantify the denmands
for that and put it in the context of the other
demands that are currently being nade on the system
t oday?

And al so, maybe, let's start backwards and
identify the pipe that this would cone out of.

Two pipes come into Southern California, so
the SoCAL pipe and the PGE pipe, and you will be
drawi ng fron®

MR, MOREAU:. SoCAL, yes.

PRESI DI NG MEMBER MOORE: And they're
currently over-subscri bed?

MR, MOREAU. | believe -- | would like to put
Mari o Romero on the spot.

PRESI DI NG MEMBER MOORE: M. Ronero, cone
up to the m crophone and identify yourself.

MR, ROVERO My nane is Mario Ronero,
Southern California Gas Conpany, and we have done an

anal ysis on the piping systemto ensure that we can
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adequately supply both sites.

PRESI DI NG MEMBER MOORE: And are your
pi pelines currently over-subscribed? Are they fully
| oaded?

MR ROMERO At this time, | couldn't answer
that. I'mnot -- | just don't know at this time. |
know for this project and this pipeline, we're
capabl e of handling it.

PRESI DI NG MEMBER MOORE: Can we get
sonet hing from SoCAL entered into the docket that
woul d describe the current | oad on the pipe in this
section and what the forecast demands would be to
know either the | oad that this project would put on
or the capacity of the line, to serve this project in
its fully devel oped state through the life of the
proj ect?

MR. ROMERO Yes, sir.

PRESI DI NG MEMBER MOORE: | woul d appreciate
that. Thank you very nuch.

Brian, let me come back to you for a couple
ot her questions. As far as the conpression boost
that is taking place on site, is that going to be
native |load, or are you going to take that |oad --
the power for that off the grid? WII that cone out

of the -- will that be out of this site?
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MR, MOREAU:. That -- that will be taken from
the City of Colton's retail, and we will be a retail
custonmer of the City of Colton to serve that.

PRESI DI NG MEMBER MOORE: So you won't -- is
there a reason for that, or is it just the timng
because this is a periodic |oad?

MR, MOREAU. W want to be a custoner of the
City of Colton. W are -- we're leasing their
facility. W're contracting our energy w th BVWER
W wanted to give a good economic piece of the pie
with the Cty of Colton.

PRESI DI NG MEMBER MOORE: Dare | ask whet her
there is a long-termcontract on there is not?

MR, MOREAU:. For the --

PRESI DI NG MEMBER MOORE: For the |oad for
the retail.

MR, MOREAU. W are currently drafting that
contract, right.

PRESI DI NG MEMBER MOORE:  You nenti oned
exhaust and silencing. What |evels of background
noi se are you hoping to achi eve?

MR, MOREAU. W are in conpliance with the
Noi se Ordi nance which the City of Colton has,
at the Century Facility, which is 65 dBa to the

nearest sensitive receptor. And we are within that
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requi renent.

At the city of Drews, we have applied for
and received a variance to go to 75 dBa, due to the
renote nature of that facility.

PRESI DI NG MEMBER MOCRE: Can you put 75
deci bels in context for us?

MR MOREAU. 75 dBa is simlar to
conversation. Surprisingly enough, it would be |ess,
much | ess, than standing next to I-10 during
rush-hour traffic.

PRESI DI NG MEMBER MOORE: And the behavi or of
the turbines when they are running, in terns of air
flow that they denmand for conpression and conbusti on,
does that present a hazard for bird Iife or other
animal life in sone vicinity?

And if not, how do you dininish that?

How does the design of the turbin nake sure that that
isn't a problen®

MR. O NEILL: Yeah, | would like to talk
about that.

Al of the gas turbines in this project are
equi pped with air-filtration systens -- comonly
known, again, as a huff and puff system which is
totally encl osed.

Al the air is drawn up through a series of

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



A W N

N o O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

41
filters, so there is no way even for insects, if you
will, to enter in through that filtration system

The micron rating for that is very, very
m nute, understanding that this could fall -- the
conpressor section of the turbine and al so sone of
the other internals, so, as far as wildlife, be it
butterflies or something like that, the air flow
t hrough the systemis very, very gentle.

PRESI DI NG MEMBER MOORE: Now, there are
conditions that are awfully windy periodically during
the sumrer, and you get a strong wind that conmes down
fromthe hills here, the Santa Ana wi nds.

Does the dust that gets generated by that
pose any kind of a problemfor the operation of these
t ur bi nes?

MR, MOREAU. No. These huff-and-puff filters
are self-cleaning, air conpressor |line, which detects
an increase in intake pressure, indicating that the
filter is clogged, and it generates a pulse to clear
the debris or dust off the surface of the filters.

There is also telenetering off of those
i nputs that would indicate to the operator if there
was any sort of obstruction to their flow

PRESI DI NG MEMBER MOORE: | have a question

for you on local tax rates. |Is there a reeval uation
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of the property site that takes into account the
val ue of the turbines and/or the value of the
production that in sone way contributes to the -- or
establishes the new tax base for the area? How is
t hat done?

MR MOREAU: W did an initial tax eval uation
back in Decenber, | believe, and in the San
Bernardi no Canyon -- or at |east our attorney had
i ndicated that there would not be a tax inpact.

PRESI DI NG MEMBER MOORE: So, the fact that
you had installed turbines worth many, many mllions
of dollars on a site doesn't constitute a new

construction activity that is subject to property

tax?

MR. MOREAU. Because the property is | eased,
and the turbins are portable, if you will, because
they are containerized -- they could be relocated --

and it was nmy understanding that that would not be
considered to be pernanent, froma tax role
st andpoi nt.

PRESI DI NG MEMBER MOORE: What about -- ['m
thinking now of, if | took ny airplane, and | park it
in a county different than where | normally tie it
down, |'mcharged a usury tax.

Is there a feature like that that attaches
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to these? I'mtrying to understand the relationship
of local governnent to having these, in terns of
their tax role?

MR MOREAU: |'mafraid I'mnot able to
address that.

PRESI DI NG MEMBER MOORE: |'l| ask the staff
if they are looking into that.

Then, there is also, | understand, sone sort
of utility tax arrangenent that attaches to these,
because the State City of Colton is its own nunicipa
utility? Is there also a utility tax?

MR, MOREAU: No, no.

PRESI DI NG MEMBER MOORE: Al l right.

Gentl ermen, | thank you very nuch.

Let me ask nmy Hearing O ficer if he has any
guestions he would like to add?

HEARI NG OFFI CER ENGEMAN:  No, | have no
guesti ons.

PRESI DI NG MEMBER MOORE:  Thank you.

MR, MOREAU. Thank you.

PRESI DI NG MEMBER MOORE: And now |' m goi ng
to turn to M. Kennedy, who will talk about the staff
anal ysi s.

Following that, we'll take a short break

and at that point, when we reconvene -- and we'l
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nmake the so-called blue cards available to the public
who mi ght be here who would like -- and the Public
Advi ser is holding those up -- and they allow us to
sort of understand what you would like to ask a
guestion about, and we'll get those addressed

foll owi ng the break.

M. Kennedy, you have the fl oor

MR, KENNEDY: Thank you, Conmi ssi oner
Moor e.

VWhat | would like to do at this point is to
take a quick run-through of the basic categories of
infornation that staff requested in the Application
and use that as a fornmat for giving everyone a sense
of where staff is seeing some potential issues and
what those issues |ook |ike, how we see the potentia
for resolving any issues we see.

One thing that | would Iike to say as |
start into this is that how staff is |ooking at this
project, which includes an initial |ook, before we
recei ved any Applications, at what staff, based on
our experience in |ooking at power plants around the
State -- and the Energy Comm ssion has mnuch
experience in permtting, and we tried to conme up
with a list of the basic types of conditions of

certification that we would expect to nornally be
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attaching to peaker projects like this.

And one of the things that we have published
on the web is a menp that includes a |ot of
background i nformati on on the overall energency
permtting process, which includes the list of the
what we consider the standard conditions of
certification that we are expecting as a natter of
course to be attaching to nost of these projects.

G ven the particular nature of different
projects, there may be sonme of the standard
conditions that don't apply to a particul ar project,
and there is also the likelihood for any given
project that staff will be attaching sone additiona
conditions in our recomendation

And echoi ng one of the points that
Conmi ssi oner Moore made a few minutes ago, the staff
assessment we are | ooking to conplete at the end of
next week is staff's recommendation to the
Conmi ssioners; in particular, to the Presiding
Menber, Cormmi ssioner Mwore, in this case, of what our
eval uation of the project is and what conditions we
bel i eve should be attached if a project is approved.

It is the Comm ssion, the full Conm ssion
itself, the five Comm ssioners, who are the ones with

the final say as to what the final conditions are for
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t he project approval.

Conmi ssi oner Moore's decision will be what
they will be considering at that neeting.

So, with that background, what | would Iike
to do is just go through sone of the different areas
that sort of give you an outline of the information
that we expect in the Applications for these
enmer gency peakers and where we see some possible
guesti ons.

In the outline and following is a checkli st
that provides the information to the Applicants, also
avai | abl e on the web, that says, "These are the

particul ar pieces of information we expect,”" and |I'm
just going to through the general categories.

The first piece of information is the project
description, which includes the basic infornmation on
who the project owner is, what the nature of the
project is -- a lot of what we've heard in the -- in
the Applicant's presentation, such as the proposed
operation in terns of expected nunber of hours per
year and the expected |life of the project, when the
project is expected to go on line, basic informtion
about the status of the transm ssion and fue

i nterconnection requirenents, water requirenents for

the project, and all of that information.
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There is a lot of detail that we need to be
| ooking at, that we will also be looking at in
further detail in the conpliance phase, but at this
stage, there is nothing that's physically standing
out for either of the two projects.

One thing that is useful to keep in mnd, as
we're looking at this, in both of these -- or one of
the things that makes these | ook to be good sites for
peakers for this process is that nost of the
construction in both cases is within the existence of
station sites.

And I'Il talk a little bit, at the
appropriate points, about a few points where there is
sone slight interest and concern around the Century
site, some additional work that we are interested in
potentially seeing and are | ooking at that.

The second general category is the site
description, which just gives basic infornmation on
the location of the project, the | and use, existing
| and use, at the project site and on adjacent |and
use, and information on equi pnment in areas, things
i ke that.

Again, we're |ooking at sone of the details
on that, but nothing in the najor -- nothing of major

concern has been identified at this stage.
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The third area is the construction
description, just basic infornmation on the expected
construction schedule and work force requirenents.

One of the things we're concerned about is
sort of how many workers are going to be on site for
what |ength of tinme, what sort of inpacts that m ght
have, particularly around traffic and other sorts of
concerns.

But, again, those are not things that, based
on the infornmation that we have in the anal ysis that
we' ve conpleted to date that we're seeing we have
particul ar concerns about.

The fourth area on the checklist is
i nformation on the Power Purchase Contract. The
Application specifically asks for the status of the
negoti ati ons of the contract.

These two projects had existing contracts
with the California | ndependent System Operator, and
it sounds |like, fromone of the things that Brian
Moreau nentioned, the contract with DAR -- with the
Depart nent of Water Resources -- may be conpl ete, but
| know, at the very least, that was in process at the
time the Application was filed.

For air em ssion which is the fifth area,

I"mgoing to say relatively little about that.
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Qobviously, the air enissions are a very
maj or concern in any power plant fueled by natura
gas.

There are representatives here fromthe
South Coast Air Quality Managenent District.

The basic infornmation that we're | ooking for
in our Application, to a large extent, is just
infornmation that is also being provided to the |oca
air district; in this case, South Coast. W are
relying very heavily on the local air district for
review of that information.

And there is a separate Air Permt that has
to be granted to these projects, and I'll leave it at
that, at least for the noment. There may be one or
two things | want to add after | hear what South
Coast does say, but I'll |eave that for South Coast
to follow up on after |'m done.

O her areas include noise. W' ve heard sone
di scussion of noise already. It is sonething that we
are | ooking at, but not sonething that | ooks to cal
for any particular unusual conditions or problens.

Hazardous materials is another area. That
is an area that we are |ooking at.

One of the questions is whether or not there

will be anmonia on site, but we will work on the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



A W N

N o O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

50
assunption at this point that there will, and that
relates to what type of air pollution contro
equi pment they use.

If they use one type of equipnent, they wll
need ammonia, and if they use the Xonon system that

t hey were suggesting, anmmonia woul d not be needed at

all.

But we will be getting information on how
they will handl e amoni a, based upon the assunption
that that ammonia will be present on site. W wll

be | ooking at that and the form of ammoni a whi ch they
be using, which is a 92 percent aqueous ammoni a,
which is a relatively safe formof amonia, and it is
not one that is particularly prone to causing major
concerns about Public Health. So, at this point, it
is not sonmething that | woul d expect any particul ar
naj or concer ns.

On biol ogical resources, to sone degree with
both sites, there is concern with biologica
resour ces.

At Drews in particular, which has been
di scussed, the area surrounding the Drews substation
is a habitat for the federal endangered species of
the Del hi Sands Fl ower Loving Fly.

We and the Applicant, as well, have been in
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contact with the U S. Fish and Wldlife Service,
whi ch has to be consulted in any sort of projects
i nvol vi ng an endangered species habitat of this sort.
That is sonething that we're taking a close | ook at.

Most of the construction for this project is
i nside the substation walls, and when the substation
was built, mitigation which was taken and handl ed for
that habitat that was lost in the construction of the
subst ati on.

The work within the walls is not of
particul ar concerns for this project, but there is a
gas pipeline that woul d need to go outside the walls.

W will work very closely with the Fish and
Wldlife Service to make sure that any concerns wth
the habitat for that pipeline are appropriately
addressed. And we are likely to include sone
conditions beyond the standard conditions for the
Drews Project to make sure that that concern is
addressed in this project.

For the Century substation project, some of
the work is going to be done outside of the
substation walls, and one of the things that we do in
the course of these reviews is we receive conments
fromother State and Federal agencies who are in any

way interested in these sorts of projects.
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We started receiving those -- and those
ot her agencies, |like the Energy Conm ssion, are
treating these as energency projects and giving them
very high priority and are doing a very good job of
giving us very quick response on any conments and
concerns.

W have recei ved some coments fromthe
California Departnent of Fish and Gane with respect
to the Century site. W just received it at the end
of the day yesterday, and our biologist is taking a
ook at it, indicating that there nay be sone
interest or need for doing biological surveys that
are outside of the substation walls.

So that is sonmething that we will be | ooking
at, and we may be including sone additiona
condi tions.

There nmay be a need for the Applicant to
actually do sone additional surveys relatively
qui ckly, so that -- and |I'm not sure whether or not
t hey have actually received a copy of that comrent
letter fromFish and Gane yet, but if not, | wll
nmake sure they get it very soon.

So, biological resources, there is sone
reason for mld concern with both projects, but in

both cases, the staff assessnent at this stage, it

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



A W N

N o O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

53
| ooks like we will be able to handl e any concerns
wi th appropriate conditions and woul d be proposing
such conditions to the Applicant.

Land use, we | ook at questions of what the
| ocal land use restrictions are, what the ownership
of adjacent parcels is, and sone issues |ike that;
not sonething that we are seeing any particul ar
concerns about.

And |'m anticipating a question from
Conmi ssi oner Moore at this point. | don't believe
that we have physically | ooked at the tax inpacts and
t he eval uation question, but that is sonething that I
will discuss with the |and use specialist who is
working on this to nmake sure that we do take a | ook
into that and have some information on that in our
staff assessnment.

For public services, we're nostly concerned
inthis project with the ability of the local fire
departments to be able to respond to energenci es at
the site; not sonmething that we're seeing any
particul ar reason to be concerned about.

Wth traffic and transportation, these
peaker projects' construction work force are
relatively | ow, the number of shipments that woul d be

needed in order to get the project going are
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relatively low, so the traffic inpacts during the
construction phase don't appear to be a mmjor
probl em

There nmay be one or two intersections that
we have a little bit of concern about, but again
appropriate conditions in terns of timng deliveries
and things like that probably will be sufficient to

take care of that.

During the operational life, there is pretty
much no traffic inmpact fromthe project. It is not
sonething that -- they don't require a large work

force at the site to operate these projects.

In terms of soil and water resources, both
projects are very simlar. W're |ooking at
guesti ons of what sort of weight water would be
generated by the project.

G ven the nature of the project, the basic
answer to that is very little or none.

We're also interested in naking sure that,
during the construction process itself, there is no
problens with erosion or stormwater pollution, and
al so maki ng sure that there is appropriate prevention
in place.

The Applicant, in describing their project,

tal ked about sonme of the containnent they are using
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things that are nornmal. The certification will be
adequate to nake sure that we have review of the
final stages of design to make sure that those are
appropri ate.

The next two areas are cultural resources
and archeol ogi cal resources. Again, there is a bit
nore concern at Century because portions of the
project that are going off the already-devel oped
site. Those are not areas that, based on the
i nfornati on we have so far, looks like there is any
reason to expect any nmjor resources would be
avai l abl e.

The Applicant indicated there nay be a need
for nonitoring, and that is sonething we are likely
to strongly suggest for at |east portions of the
Century project.

In the Drews project, probably not. | woul
need to sort of double-check that there is not a
particul ar concern along a snall part of the project
that woul d be outside the substation walls.

The next area is visual resources. Again
given the location of the projects and the nature of
the projects, those are not a subject that we think

there woul d be particular problens wth.
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And then the final area that we have nany
requirenents on, and we're taking a look at in this
process, is the transm ssion system

And what we require in the Application
itself is to nake sure that the Applicant has applied
for appropriate transm ssion interconnection, and
standard conditions are appropriate in nost of these
proj ects.

Once we get interconnection studies
conpleted, we're able to nake sure that there is not
any particul ar concerns.

So that gives you a pretty good sense of the
scope of review and the scope of information we're
| ooking at in these projects.

Overall, the staff assessnent at this stage
is such that it does |ooks like there are a few areas
where we are likely to need sone additiona
conditions in certification

We are not seeing anything at this point
whi ch | ooks like a fatal flaw

It is not alot of tine, but there is still
nore than a week before we end up publishing the
staff assessment, so, in these processes, what you
are going to find as you nove forward, as this stage,

we' re not expecting any nmajor problens that cannot be
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handl ed readily either through the standard
conditions or appropriate additional conditions.

PRESI DI NG MEMBER MOORE:  Thank you, M.
Kennedy.

And | understand there may be a
representative from South Coast here? Can | ask you
to come up and identify yourself for the record and
gi ve us the opinion of South Coast regarding this
project. And tell us the nature of the report that's
done on this and how that's done.

Good eveni ng.

MR. NAZEM : Good evening. M nane is Mhsen
Nazem , Assistant Deputy Executive O ficer for South
Coast Air Quality.

PRESI DI NG MEMBER MOORE: |'m going to ask
you to spell your |ast nane, please, for our
st enogr apher.

MR NAZEM: Sure. NA-Z-E-MI. It is not a
very conmon nane.

For the benefit of the public menbers who
are here, South Coast is the local air pollution
control agency that regulates the air sources,
stationary sources, in four counties: Oange, Los
Angel es, Riverside, San Bernardi no, and the work that

we are performng on this project is in very close
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cooperation with the Energy Comm ssion and the
Applicant in terns of making sure that all the
required permts are issued in a tinmely manner with
the Governor's Executive Orders to make sure that
there is an adequate supply of electricity for this
sunmer and next sunmer.

The process that we are following is, in
addition to the 21-day process that the Energy
Conmission is follow ng, issuing the permt under the
Federal Requirenent, which is referred to as the
Title V Federal Operating Permt Program that our
agency has del egated authority to inplenment that
program

And as part of our program we received
applications on March 8, and we have actually then
gone out to Public Notice for proposed decisions to
i ssue the pernit toward the end of March. And the
conmment period will close towards the end of April.

So, at that point, we will be ready to issue
the permt, provided there aren't any coments to be
addr essed.

As part of our evaluation, we |ook at a
nunber of applicable rules and requirements, but in a
nutshell, the nost inportant one we look at is

referred to as "New Source Review"
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It |ooks at both pollutants that form snog,
but it also |ooks at the toxic inpacts from projects,
if there are any.

Let ne take the easier one first. The toxic
analysis for this project showed the risk from
operating both projects, Drews and Century, are bel ow
one inamllion cancer risks, or the de mninms
ri sk, where we established as an acceptable risk
I evel .

For the criteria, pollutants -- which is the
pol lutants that generally formsnog in the air -- we
do an analysis to |l ook at, in general, three areas:

One is the use of Best Available Control
Technol ogy, also referred to as BACT; the issue of
em ssions offsets, to nake sure with new source
of fsets, the emission increases.

And the last area is to | ook at what we cal
air quality nodeling, which is a nathenatica
approach to see if the emissions fromthe source is
going to create violation of anbient air quality
standard for different pollutants.

In that sense, we have been working very
closely with the Applicant, and the concept of Best
Avai |l abl e Control Technol ogy, as you heard, the CEC

and State of California, through GE-10, are working
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on a new technology which is referred to as Xonon
and the District is very supportive of devel opnent of
new t echnol ogi es.

However, we want to nake sure that the air
quality is not sacrificed, and as a result, we have
crafted the permit in a flexible nanner that allows
the Applicant to either install Xonon if it is
devel oped in tine, or, in case the Xonon technol ogy
does not pan out, that they woul d have the
conventional Selective Catal ytic Reduction, which is
a catalyst with ammmonia injection to control nitrogen
oxi des, and an oxygeni zation catalyst to contro
car bon nonoxi de.

The permt allows for installation of
either/or, and there are sone time lines that we wll
be working with, with the Applicant, to nake sure
that those controls are in place and at the nost
reasonably earliest tinme avail able.

The permt itself, however, will indicate
that the equipnent will neet the em ssion | evels that
we consider Best Avail able Control Technol ogy upon
initial operation.

A conpani on piece of what we will do with
this project is craft a Conpliance Order which allows

the few nmonths of operation initially, until the
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technology is actually installed.

And the reason for that is basically
consistent with the Governor's Order to make sure
that the power is produced during the sunmer peak
hours, when it is needed.

If the technology for control is not ready
to be installed or can't be installed as quickly,

t hat does not prohibit the project from beginning
operation.

However, | do have to agree with the
statenment of the Applicant nade that, even though
this project initially nmay operate wi thout controls,
even uncontrolled, the em ssion |evels are nuch
cl eaner than, for exanple, diesel backup generators,
whi ch put out sonetinmes 300 tinmes nore en ssions than
a controlled power plant, central power plant, which
you al so have a problemw th because it is too toxic
when you burn the diesel

The issue of offsets is addressed through
provi ding nitrogen oxide offsets, which is the only
pol I utant they need to offset, because the remainder
of the pollutant, including particulate matter,
car bon nonoxi des, sulfur oxides, and organics, are
going to be kept below the threshold under our rules

that would require to be offset.
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And the way they are holding their em ssions
bel ow the threshold is the project proponent has
proposed to operate 2415 hours a year

For nitrogen oxides, the project proponent
has indicated that they would like to obtain offsets
froma bank that, under Governor Executive Order
2401, the Air Resources Boards has created and
provi ded that anpunt of offsets available to projects
that are, quote unquote, peaker plants that are
undergoing this early installation process.

And so we will make that avail able either
t hrough our agency or through the Air Resources
Board; that we are alnost at the cl ose of
negotiations and a |letter of agreenent on who is
going to inplenent the bank

And finally, the nodeling analysis indicated
that the project em ssions will not cause a violation
of any anbient air quality standards fromthat
perspective, and we are the confident that the
project will neet the nodeling requirenents under our
new source revi ew.

So, in a nutshell, that was the anal ysis we
perfornmed. W have transmitted that information to
t he Energy Comi ssion

A copy of our draft, proposed pernmt, and

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



A W N

N o O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

63
analysis is actually available in the local library
here in Colton, and Public Notice has been published
in the general circulating newspaper, and the project
proponent has distributed copies of that Notice to
al |l businesses and residents within a quarter-nile
radi us.

And at the close of the comrent peri od,
which is expected toward the end of April -- which
know is after the Business Meeting the Comi ssion
will hold -- but, that's the requirenment under
Federal Law, that we have that period, comrent
peri od.

I woul d be happy to answer any questions you
m ght have.

PRESI DI NG MEMBER MOORE: Let's go to, first
of all, identify for the record what the BACT | eve
is for NOx?

MR. NAZEM : For NOx, for a sinple-cycle
peaking turbine -- which is what this project
consists of -- is five parts per mllion, at 15
percent oxygen | evel.

PRESI DI NG MEMBER MOORE:  And your
expectation is that this project would neet that
st andar d?

MR NAZEM: Wth the installation of either
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Xonon or SCR, it will neet the standard, correct.

PRESI DI NG MEMBER MOORE: And you were
tal ki ng about the nunmber of offsets that were needed
or avail able.

First of all, are there offsets available
within the South Coast systen? How well stocked is
t he bank t hese days?

MR. NAZEM : That's a very interesting
guestion, because | get that question about three
tinmes a week, and fromdifferent angl es.

South Coast has a little bit nore
conplicated systemthan the other districts, and
mainly that's because we have a programcalled the
"Reclaim" which is a marketed incentive program for
conpani es for nitrogen oxides and sul fur oxides.

Let me explain to you that for facilities
that are not subject to the reclaimprogram offsets
have to be obtained either through a third party,
such as Emi ssion Reduction, or BRC holders, or for
certain facilities, have ability to access the South
Coast District Bank, and those are generally
essentially public services that could access our
bank.

In addition, there are some threshol ds under

our rule that, if a facility's total em ssions are
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bel ow the threshold, they are not required to have
of fsets, period, and we supply that through what we

call "Orphan Shutdown Compani es," that shut down and
don't use their offsets for any other reason

So, to answer your question, offsets are
avai |l abl e, and there are ERC s held by vari ous owners
out in the market, but, our experience is that
because of the dissipators' source, the nitrogen
oxi des, not everyone is willing to sell their ERC s
and are holding on themfor their own projects and/or
waiting for a higher price to sell them

The other group of facilities that are under
the reclaimprogram they're not required to provide
the ERC' s, but they are required to get sonething
that is in a different kind of a currency.

We call them Reclaim Trading Credits, or
RTC, and the main difference between the two is ERC s
is for the life of the project. So if you need 10
tons of offsets, you buy themup front, and it's good
for the life of the project.

RTC s are annual conmpdities, so you have to
buy it for each year of operation

And we only require the facility to buy for
the first year of operation, and every year

subsequent, that they will buy those ampbunts at the
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end of the year to make sure they cover their
em ssi ons.

PRESI DI NG MEMBER MOORE: Is it fair to say
that given this |level of BACT, that you would favor a
plant like this over sone of the old central station
plants -- which are at |east, anecdotedly, in terns
of level for NOx, maybe a hundred, in sone cases, at
their worst, so would South Coast favor shutdown of
sone of those in favor of sonething like this?

MR NAZEM : Well, | think you nmentioned the
key word, shutdown of sonme of those in favor of
t hese.

First of all, | don't think there is any
guarantee that any plant is going to shut down when a
new plant conmes on line, as you nmay know, which stil
generate electricity, and at |east the expectations
are for the next couple of years, there is a need for
all those plants to run.

But to answer your question, we prefer
sonething like this, | think, and when we | ook at al
generation capacity in South Coast, about a third of
that generation capacity is actually controlled, and
we have plans, fromvarious power plant operators in
Sout h Coast, to install control in another third of

t he generation capacity.
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In addition to that, we have a proposed
Amendnent to our ReclaimRule which would actually
require all generating facilities in South Coast to
install control on their units.

So, in arelatively short tine frame, we
will have -- and | nean by before June of this
year -- we will have the controls on two-thirds of
our generating capacity in South Coast, and the other
third will be following up quickly after.

So, if | were to conmpare the em ssions from
a controlled, new peaking plant, at five parts per
mllion, with an uncontrolled existing power plant,
the answer is yes, we would prefer a new plant like
this to be operated in lieu of an existing,
uncontrol |l ed power plant.

But, given the fact that all of our existing
power plants are also putting on controls, | think
their em ssion is going to be very cl ose.

PRESI DI NG MEMBER MOORE: Ckay. One | ast
qguestion, and that is, when you were nentioning the
way you did your cal cul ati ons, you used a figure
of -- if my notes are correct -- approximately 2500
operating hours, and yet we heard the Applicant say
today they expected to run in the 4,000-hour range.

Is that reconcil abl e?
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MR. NAZEM: | believe so. But, our
anal ysi s, again, was based on the Applicant's
proposal, that they wanted to stay bel ow the of fset
t hreshol ds for particulate natter, and that would
amount to 2415 hours a year.

So if they want to go above that, then
obviously they will trigger the offset requirenents
for PM-- or particulate matter -- in addition to the
ni trogen oxi des.

PRESI DI NG MEMBER MOORE: So, as far as you
are concerned, they're capable of doing that within
the South Coast rule structure?

MR. NAZEM : They are capabl e of doing that,
provi ded they supply the required offsets.

PRESI DI NG MEMBER MOORE: Does that change
your expected analysis and the report that you will
i ssue to us?

MR, NAZEM : Well, obviously it will change
our em ssions calculation for all pollutants if we
have to use 4,000, for exanple, instead of 2400
hour s.

I would -- | would not reconmend to make
t hat change today, because, for the sinple reason
that we have gone out with the Public Notice for 2400

hours, and if we were to change those em ssions --
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and | would |like a caveat, because |'m not an
attorney -- but |I'msure our counsel is going to tel
us that mght be a significant change in the
i nfornmati on of the project em ssion, and that my
require renoti cing.

PRESI DI NG MEMBER MOORE: \Wel |, you
understand -- and I"'msure that it is patently clear
to the Applicant, listening to nmy question -- that |
want to nake sure that whatever record we produce out
of this, and the conditions that ensue follow ng that
record, reflect what South Coast has actually
anal yzed, so that let's assune, for a second, that |
do reconmend a certification, an operating
certificate, then, it seenms to ne we want to neke
sure that what conditions are in the certification
woul d be contained in and reflect the anal ysis done
by South Coast or any other public agencies, and
that's the reason for ny question

MR. NAZEM : Under st ood.

PRESI DI NG MEMBER MOORE:  Thank you very
nmuch.

Let me ask my Hearing Oficer if he has
guestions? And he does.

HEARI NG OFFI CER ENGEMAN: Do you have the

preci se date on which the 30-day Notice was
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published, sir?

MR. NAZEM : | believe the publication date
was March 28t h.

Let me confirmthat with staff.

The 29t h.

HEARI NG OFFI CER ENGEMAN:  Thank you. That's
all | have.

VR. NAZEM : Sure.

PRESI DI NG MEMBER MOORE: Thank you very
much, sir. Al right.

Are there other state or |ocal agencies who
would like to address us on this issue?

Al right. There do not appear to be any.
Wth that, et me tell you we are going to take a
short break, and when we come back, for those nenbers
of the public who would like to address us or ask us

guestions, please obtain one of the blue cards

there -- what, at a dollar a piece now? They're in
t he back, and we'll reconvene right here. Thank
you.

(Recess.)

PRESI DI NG MEMBER MOORE:  All right. If |
can ask everybody to sit back down. That doesn't
nmean you can't partake of your repast, but we'd like

to pick this sequence up again
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And | would like to turn to M. Kennedy and
ask himto elaborate, with the help of the Air
Quality District Representative, on the question of
sone of the standards that we just heard testinony on
so that we make sure that the record is clear and
preci se on that point.

M. Kennedy.

MR. KENNEDY: That you, Conmi ssioner Moore.

The point that | wanted to rai se and make
sure that everyone here, including Comr ssioner More
is clear on, is what is going on with the Best
Avai |l abl e Control Technology for this project.

As M. Nazenmi nentioned, the pernit for the
project from South Coast will require the Best
Avai |l abl e Control Technol ogy, which would control the
project down to five parts per nillion for nitrogen
oxi des. That is ny understanding of it.

And M. Nazem may want to el aborate a
little bit on this as well. He nentioned that there
woul d be a Conpliance Order issued, essentially,
along with the Permt that would cover the timng of
the installation of the Best Available Contro
Technol ogy, either the Selective Catal ytic Reduction
which is pretty nuch the current standard for these

types of projects, or the Xonon technol ogy, which is
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what the Applicant is hoping to use, and i s new
technol ogy that has certain advantages to it.

My understanding of this is that the current
agreenment in the Conpliance Oder would allow a del ay
in the actual installation of that technology until,
| believe, Cctober so that the project would be
operating w thout the BACT during the initial sumer
so that it can get on line and delivering the
negawatts sooner, and that the uncontrolled em ssions
woul d be approxinately 25 parts per mllion for NOx
for the first summer.

And M. Nazenm may want to el aborate on
that, if there is anything to add to that.

MR. NAZEM : Sure, 1'll be happy to.

I think Kevin covered the issue quite well.

| just want to point out that the Conpliance
Order is actually in the formof what we call a
Stipul ated Order after Abatenent, that will be
granted by the South Coast Heari ng Board.

The Hearing Board is a quasi-judicial entity
that is not necessarily related to the District
al t hough, they have an office in our headquarters
buil di ng, and which, in this case, it will be the
Applicant and South Coast who will appear in front of

t he Hearing Board.
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Presently the hearing is scheduled for Apri
24t h, which is prior to the close of the comrent
peri od, and the gist of the Conpliance order would be
basically that the Permt requires the conpliance
wi th Best Avail able Control Technol ogy under the
Federal Clean Air Act, and the Conpliance Order would
be a waiver of that requirenent for the initial few
nont hs of operation in order to get the contro
technology in place and installed on this project.

We are, on a regular basis, working with the
Applicant in devel oping the Petition

In fact, we had a conference call yesterday
and anot her one this norning, and we went over the
details.

We are devel opi ng increnents of progress of
the conpliance schedule that will specifically
i ndi cate when those things will be in place, but in a
nutshell, the decision to go with Xonon or SCR should
be made fairly quickly, early May, and the units wll
be equi pped with the Best Available Contro
Technol ogy no | ater than Decenber 15th.

So that date will automatically be part of
this schedule, which would allow the unit to come on
line to install, and then control will go back on

line, but the ultimate date that the units wll
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operate with control would be no | ater than Decenber
15t h.

PRESI DI NG MEMBER MOORE: Thank you very
much. | appreciate the clarification.

MR NAZEM : Yes.

MR. O NEILL: Comnmissioner, if | could, |
want to clarify one other point.

| heard sonewhere in the discussion,
contractually, potentially we would be on line by
Septenber 1st. | would like to clarify that. Qur
contract with the Departnment of Water Resources,
calls for both these sites to be on |line and
operating by 1 August of this year.

PRESI DI NG MEMBER MOORE: No | ater?

MR, O NEILL: No later than August 1 of this
year .

PRESI DI NG MEMBER MOORE:  Thank you; |
appreciate that clarification.

Al right. Wth that, I'mgoing to turn
this over to my Hearing Oficer, and he would like to
address the questions and conments fromthe public.

HEARI NG OFFI CER ENGEMAN:  The first question
is posed by Carlos Rodriguez, and the question is,
"WIl the gas line construction affect traffic on M.

Vernon, and access to M Street? If so, howw Il it
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be all evi ated?"

And that probably goes to the Applicant.

MR. MOREAU. Brian Mreau, Alliance Power.

The construction at M Street will be through
the street, along the gutter line, so there will be a
m ni mal di sturbance of that pavenment with the cut,
simlar to typical utility work in the street.

Fromthe intersection of 9th and M
approxi nately over to M. Vernon, there will be sone
staged work on the bridge, with the gas |ine, which
is on the bottomside of that bridge, and that wl|
require single-lane traffic nost likely along M.
Vernon. That work will also be schedul ed during
of f-peak times.

HEARI NG OFFI CER ENGEMAN:  Can you gi ve us
sone idea of the duration of those projects, expected
duration?

MR, MOREAU:. | believe that that question was
asked in the Application -- M. Kennedy? | think
that Mario has been addressing that.

MR KENNEDY: Yeah. | do not have
i medi ately at hand the specific schedule on that.

It is sonething we have been | ooking into. But we
can certainly look to get himthat information.

Is there contact information?
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HEARI NG OFFI CER ENGEMAN: M. Rodri gues
gives his address, yes. |I'll provide that to you

PRESI DI NG MEMBER MOORE: Let's make sure that
that will indicate that that will also be included in
the staff report, that is referenced in the Presiding
Menber's Proposed Deci sion

HEARI NG OFFI CER ENGEMAN:  The next series of
qguestions is posed by Camilla Herrera.

"Wl the ammonia enit an odor? And if so,
what distance? Exactly what is the proximty of the
gas line to residential areas? How far on M Street
and M. Vernon Avenue?"

I think those are all for the Applicant.

PRESI DI NG MEMBER MOORE: Do you want to come
up and identify yourself for the record. And you
m ght al so start by identifying the type of ammonia
that is anticipated being used if that contro
technol ogy is sel ected.

MR, LANY: Karl Lany, with SCEC, Air Quality
Speci al i st s.

W are using -- if we go with SCR we wll
be using an aqueous ammoni a sol ution with water that
is sprayed into the exhaust stream of the turbine.

We are bound to have a concentration of no

nore than five parts per million in the volune of the
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exhaust streamas it exits the stack

PRESI DI NG MEMBER MOORE: W I | you be able to
smell it?

MR. LANY: By the tine the plunme is dispersed
fromthe site, it shouldn't be detectible and woul d
normal ly be one part per mllion

PRESI DI NG MEMBER MOORE:  And how far will
the gas line be fromthe residences?

MR. LANY: Excuse ne?

PRESI DI NG MEMBER MOORE: How far will the
gas line be fromthe residences?

Was that the second question?

HEARI NG OFFI CER ENGEMAN:  Yes.

MR, MOREAU. For an ammonia gas |ine?

PRESI DI NG MEMBER MOORE: No. The natura
gas |ine.

MR, LANY: Ckay.

PRES| DI NG MEMBER MOORE: As far as | know,
there is no amonia gas line in place.

Just for clarification, the amonia, the
tank that's being used, if they select -- Correct ne
if I'mwong -- if you select the Selective Catal ytic
Reduction, it is contained fully within the site and
is used to create a nozzle spray, again for the

exhaustion of the turbine, but it may not be the

PETERS SHORTHAND REPORTI NG CORPORATI ON (916) 362-2345



A W N

N o O

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

78
abat ement technique that is sel ected.
MR, MOREAU. That is correct.
PRESI DI NG MEMBER MOORE: So how far away is
the gas line fromany existing residence? Wat is
the cl osest?
MR, MOREAU. The natural gas line is

underground, and so you will drive over it.

The only tine it will surface will be inside
the property, and it will run just up to the gas
conpressor, then go back -- at the facility, it wll

go back underground and then conme up through the
foundati on and hook up to the turbines.

The nearest residence to that site is, |
believe, M Street, so it will be right along the
exi sting easenent in the street, so whatever the
setback for the residences are, but on the particul ar
site where it is above ground, it is probably a
quarter of a mle, half a mle.

PRESI DI NG MEMBER MOORE: And how far is that
fromM Street or --

MR. MOREAU. From M Street, it is about a
mle and a half. From9th and M where we're tapping
it, it isamle and a half to the project.

PRESI DI NG MEMBER MOORE: And from M.

Ver non?
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MR, MOREAU. From M. Vernon, about a quarter
of amle, fromthe M. Vernon Bridge. And there are
no residences adjacent to that bridge crossing.
There is sone office space.

PRESI DI NG MEMBER MOORE:  Thank you.

HEARI NG OFFI CER ENGEMAN:  That's all the
guesti ons we have.

We have a request from M. Gary Anderson to
conmmrent .

M. Anderson.

MR, ANDERSON: My nane is Gary Anderson. [|'m
with C ear Lake Energy.

I'"mhere tonight with one of ny partners,
Henry Ol osky. W have a site out in Harbor Dry
Lake. We're in the process of devel oping, for
peakers, gas -- large gas-fire generators, and we
cane to take a |l ook at the process here because we
anticipate going through it in the future.

VWhat we heard tonight, we think it sounds
like a real viable, good project, and we hope you
pursue it and go for it.

W think it is a good network. We are
pursui ng the sane kind of thing, because we are in a
situation, energy-wise, really critical to all of us

and are really concerned about it, so we just wanted
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to come and say that we're here, and we think what's
going on here is a real good process.

PRESI DI NG MEMBER MOORE: Thank you very
nmuch.

Anyone el se in the audi ence who woul d |ike
to address us that didn't get the blue card
submitted.

Al right. Wth that, I'mgoing to bring
this back to the dais and reni nd everyone that we
will be issuing a decision very rapidly under this
very conpressed process, and that that decision wll
be out on the 25th of this nonth.

M. Kennedy, would you |like to add anything
on behal f of the staff?

MR, KENNEDY: No.

PRESI DI NG MEMBER MOORE: Qur hard-wor ki ng
staff. And | say that without any -- any hesitation
at all, is available, but you should know that they
are noving very rapidly because they have other cases
that are comi ng up extrenely rapidly.

Al the Commissioners are fully booked in
this process and will be rendering decisions
literally through the sumrer on all of these
mat ters.

Shoul d you wish to contact us, should you
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wi sh to have any questi ons answered, please use the
Ofices of M. Kennedy or the Public Adviser, and
rest assured, we will get them

O file themin the docket, the open docket,
for either of these projects, and of course everyone
will get them

Wth that, et me tell you, we take all this
very seriously and will render our decision
accordingly, and this hearing is closed. Thank you.

(Thereupon at 9:00 p.m the neeting was

concl uded.)
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